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COMMONWEALTH OF PENNSYLVANIA
DEPARTMENT OF BANKING, BUREAU
OF COMPLIANCE, INVESTIGATION
AND LICENSING, '

Y.

NORTHSTAR ALLIANCE, INC.

" NOTICE OF RIGHT TO APPEAL AND HEARING

You, Northstar Alliance, Inc. have the right to appeal the attached Suspension Order (the
“Order”) within 10 days of the date of service. See 1 Pa. Code § 35.20. The date of service is
" the date the Order is deposited in the mail or delivered to you in person, as the case may be, as
set forth in 1 Pa. Code § 33.34. Ifyou appeal the Order, you also have a right to a hearing.

To file an appeal and request a heating on the Order, you must file a petition with the
Secretary of Banking within 10 days of the date of service. The petition must be in writing, state
clearly and concisely your grounds of interest in the subject matter, the facts you rely upon, the
law you rely upon, and the relief you seek. See 1 Pa. Code § 35.17. Please deliver your petition

fo:

Linnea Freeberg, Docket Clerk
Office of Executive Deputy Secretary
Pennsylvania Department of Banking
17 North Second Street, Suite 1300
Harrisburg, PA 17101

The petition must be received by the Docket Clerk within the aforementioned 10-day
deadline. If the Docket Clerk does not receive your petition on time, your right to a hearing will
be waived and the Order will be deemed final. ‘

If you choose to file a petition challenging the Order, please send an additional
copy to: ’

Lauren Sassani, Assistant Counsel
Pennsylvania Department of Banking
17 N. Second Street, Suite 1300
Harrisburg, PA 17101



~ Once you file your petition appealing the Order and requesting a hearing, you will be
notified of the hearing date, time, place, the person who will preside at your hearing, and any

other pertinent information.

You have the right to be represented by an attorney. Corporations may be required to be
represented by an attorney. '

' The hearing and all .other procedural matters will be governed by the Pennsylvania
Administrative Agency Law, 2 Pa. C.S. §§ 501-508, 701-704, and the General Rules of

Administrative Practice and Procedure, 1 Pa. Code §§ 31.1 -35.251.
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 NORTHSTAR ALLIANCE, INC.

ORDER

WHEREAS, the Departzneﬁt of Banking (“Depariment”) is the Commonwealth' of

Pennsylvania’s administrative agency authorized and empowered to administer and enforce 7 Pa.

C.S. § 6101 et seq. (the “Mortgage Licensing Act”) and the Proper Conduct of Lending and

Brokering in the Mortgage Loan Business regulation (the “Proper Conduct Regulation”), 10 Pa.
. Code § 46.1 et seq.; and
WHEREAS, the Bureau of Compliance, Investigation and Licensing (the “Bureau”) is

primarily responsible for administering and enforcing the Mortgage Licensing Act and the

Proper Conduct Regulation for the Department; and

WBEREAS, the Proper Conduct Regulation was enécted on December 20, 2008, by

. virtue of publication in the Pennsylvania Bulletin (Vol. 38, No. 51); and

WHEREAS, the Mortgage Liceﬁsing Act was amended on August 5, 2009 by Act 31 of

2009, HL.B. 1654 (P.N. 2448); and
WHEREAS, Northstar Alliance, Inc, (“Northstar Alliance”) is currently licensed as a

Mortgage Lender, license no. 30803, with a Natioowide Mortgage Licensing System and

Registry (‘NMLSR”) iden'giﬁcation number of 78988; and



WHEREAS, Department and NMLSR records inriicate that Northstar Alliance maintaj_nn
its principal place of business at 333 Queen Street, Suite 700, Honolulu, HI 96813 and maintains
Pennsylvania licensed' branch locatiens in Allentown, P_A_ and Newton, PA; and. |

WHEREAS on or around September 21, 2010, the Bureau became aware that Northstar

Alhance s warehouse line of credlt had been suspended due to & repurchase request and that

Northstar Alliance Was no longer funding 1oans that had closed and that Northstar Alhance was

obligated to fund; and
WHEREAS, in addition to loans in Washlng’ton and Hawaii that Northstar Alliance did

not fund, the Bureau became aware . of three Pennsylvania consumers whose loans closed, but -

that Northstar Alliance did not fund as required per the Proper Conduct Reg and Federal

Regulation Z; and

_..Loan
WHEREAS, on September 1, 2010, Pennsylvania consumers and
(the ) closed on a eonventional refinance mortgage loan w1th Northstar Al}ia_nce that
Northstar Alliance committed to close (the Loan™); and

WHEREAS, “closed,” “loan closing” and similar terms refer to the fact that a mortgage

loan agreement was entered into and legally binding documents were signed to evidence that

mortgage loan agreement and
WHEREAS the scttlement company which was handling the execution of the

paperwork for the | provided copies of the closing documents to the Bureau (See signed

copies HUD-1 Settlement Statement, Mortgage, and Note, true and correct copies of which are -

attached hereto as Exhibits A, Band C respectfully); and



WHEREAS, the Loan was obtained to refinance a property located at

, Scranton, PA 18510; and

WHEREAS on or around September 20, 2010, the Bureau became aware that Northstar

. Alliance did not fund the - Loan; and
'WHEREAS, Federal Reserve Regulation Z, Truth-in-Lending, 12 CFR 226.23, provides

that a residential mortgage borrower has three business days by which to rescind a motigage loan

such as the . Loan; and

" WHEREAS, according to Federal Reseive Regulation Z, Truth-in-Lending, 12 CFR

226.23, ﬂle had until midnight on SeptemBer 7, 2010, by which to rescind the
Loan; and |
WHEREAS, the did not rescind the ]';oan; and
WHEREAS, because the - did not rescind the Loan, Northstar Alliance
was required to disburse the proceeds from the Loan on September 8, 2010; and
WHEREAS, in order to prevent harm to the the title company funded the Joan

itself for the ;
WHEREAS, on or around September 21, 2010, the Department received informatien

that Northstar Alliance may have provided the funding to the title company; and
WHEREAS, the dealt in good fa1th with Northstar A]hance and .

WHEREAS, Northstar Alliance’s fajlure to fund the Loan may have caused the

harm and damages; and



. Loan
WHEREAS, on September 9, 2010, Peﬁnsylvania consumers and ) (tﬁe
) closed on a Veterans Administration insured refinance mortgage loan with Northstar
Alliance that Northstar Alliance committed to close (the | ‘Loan™); and
WHIEREAS, “closed,” “loan closing” and similar terms refer to the fact that a mortgage

Joan agreement was entered into and legally binding documents were signed to evidence that

ﬁbﬁgage loan agreement; and

WHEREAS, the mortgage broker for thé provid;:d copies of the closing
documents to the Bureau (See signed copies HUD-1 Settlement Statement, Mortgage, and Note,
true and correct copies of which are attached hereto as Exhibits D, E and F respecffuily); and

WHEREAS, the ,. Loan was obtained to refinance a property located at

Reading, PA 19611; and | '

WHEREAS, on or around September 20, 2010, the Bureau became aware thatNorf;hstgr
 Alliance didnot fund the”  Loan; and

WHEREAS, Fedéral Reserve Regulati_on 7, Truth-in-Lending, 12 CFR 226.23, provides
that a residential mortgage borrower has three business days by which to rescind a mortgage loan
such as the Loan; and .

"WHEREAS, according to Federal Reserve Regulation 7, Truth-in-Lending, 12 CFR
226.23, the had until midnight on September 13, 2010, by which to rescind the:
..Loan; and | | |

WHEREAS, the ~* did not rescind the  Loan;and

WHEREAS, because the did not rescind the Loan, Northstar Alliance was

required to disburse the proceeds from the Loan on September 14, 2010; and



WHEREAS, as of the filing date of this Order, the Loan has not yet been funded;

and '
WHEREAS, the dealt in good faith with Northstar Alliance; and
WHEREAS, Northstar Aliiance’s failure to fund the Loan may have cgused the
.harm and damages; and
_ Loé.n
WHEREAS, on September 13, 2010, Pennsylvania consumer i . (the
) closed on a refinance mortgage' loan with Northstar Alliance (the
Loan”); and

WHEREAS, the company provided copies of the closing documents to the Bureau. (See

signed copies HUD-1 Settlement Statement, Mortgage, Note, and TILA Disclosure true and
| correct copies of which are attached hereto as Exhibits G, H, I and.I respectfully); and
WHEREAS, the Loan was obtained to refinance a property located at
Allentown, PA 18103; and | |

WHEREAS, on or around September 20, 2010, the Bureau became aware that Northstar
Alliance did nof fund the Loan; and |

'WﬁEREAS, Federal Res'erve Regulatioﬁ 7, Truth-in-Lending, 12 CFR 226.23, provides
' thata resideﬁtial mortgage borrowet has three business days by which to rescind a mortgage Ioan.
such as the _ Toan; and '

WHEREAS accordmg to Federal Reserve Regulation Z, Truth-in-Lending, 12 CFR

226.23, the had until midnight on September 16, 2010, by which to rescmd the

. Loan; and



WHEREAS, the Bureau has no knowledge or information to believe that the

rescinded the Loan; and

WHEREAS, because the ) . did not rescind the Loan, Northstar

Alliance was required to disburse the proceeds from the Loan on September 17,

2010; and

WHEREAS, as of the filing date of this Order, the ‘ _ Loan has not yet been
funded; and “

WHEREAS, the dealt in good faith with Northstar Alliance; ami

WHEREAS, Northstar Alliance’s fajlure to fund the Loan may have caused
the | harm and damages;‘and . '

Failure to Update -

WHEREAS, according to Department records and NMLSR records, Northstar Alliance’s

address is 333 Queen Street, Suite 700, Honolulu, HI 96813; and

WHEREAS, the Bureau hés Jearned from Charlotte Romero, Executive‘Assistant. for

Northstar Alliance, ‘that Northstar Alliance’s address is 12303 Airport Way, Suite 200,

Broomfield, CO 80021; and

WHEREAS, all licensees have a duty to provide accurate and current information to the

Department; and

Prqpér Conduct Reg

WHEREAS, Section 46.2(k)(1) of the Proper Conduct Regulation states that “[a]

licensee lender may not refuse or fail to fund a consummated loan, other than when an applicant

rescinds the loan in accordance with 12 CFR 226.15 or 22623 (relating to the right of

rescission)...” 10 Pa. Code § 46.2(k)(1); and



WHEREAS, Section 46.2(k)(2) of the Proper Conducf Regulation states that “[a]

licensee lender shall fund a consummated loan in a reasonable time period after consummation

of the loan or in accordance with any commitment or agreement with the applicant; provided
that, if an applicant has a right of rescission under 12 CFR 226.15 or 226.23, a licensee lender is .

not required to fund a consummated ioan in accordance with this subscction until after the

apphcablc rescission period has ended.” 10 Pa. Code § 46.2(k)(2); and

WHEREAS, Section 46.2(k)(3) of the Proper Conduct chulatlon states that “[a]
licensee shall disburse loan funds to third part1es in accordance with any commitiment or

agrcemcnt with the applicant.” 10 Pa. Codc § 46.2(k)(3); and
WHEREAS, Section 46.2(k)(4) of the Proper Conduct Regulation states that “[ajny
postclo‘sing underwriting or quality control review conducted by a licensee lender after the

corisummation of a loan may not delay the funding of a loan or result in a failure or refusal to

fund the loan...” 10 Pa. Code § 46.2(k)(4); and 7
WHEREAS, Section 46.3 of the Proper Conduct Regulation provides that violations of

the Proper Conduct Regulation are violations of the Mortgage Licensing Act: 10 Pa.-Code §

46.3; and
7 Mortgage Licensing Act’ -
WHEREAS Qection 6102 of the Mortgage Licensing Act defines a “mortgage lender”

as “[a] person who engages in the mortgage loan busincss by directly or indirectly originating

and closing mortgagc loans with its own funds in the primary markct for con31dcrat1cn 7 Pa.

C.S. § 6102; and



WHEREAS, Section 6121(3) of the Mortgage Licensing Act provides that all lcensees

must “[¢]omply with all applicable federal law, including . . . the Truth in Lending' Act (82 Stat, -

146, 15 US.C. §§ 6101 etseq) ... .” 7 Pa. CS. § 6121(3); and
WHEREAS, Section 6131(b)7 of the Mortgage Licensing Act provides that “[5]11

applicants and licensees shall be required to provide the department with written notice of the

change in any information contained in an application for a license or for any renewal of a -

license within ten days of an applicant or licensee becoming aware of the &;,hange.” 7Pa.C.S. §

6131(b); and
WHEREAS, Section 6136(a) of the Mortgage Licensing Act provides, in relevant part,

that “Ja] licensee that changes. its name or place or place or places of business shall notify the

department within ten days of the change and the department shall issue a certificate to the

licensee, if appropriate, which shall specify the licensee’s new name oOr address.” 7 Pa. C.S. §

© 6136(a); and
WHEREAS, Section 6138(a)(4) of the Mortgage Licensing Act provides the Department

with authority to issue orders as may be necessary for the proper conduct of the mortgage loan

business and for the enforcement of the Morigage Licensing Act. 7 Pa. C.S. § 6138(a)(4); and
WHEREAS, Section 6139(a)(2) of the Mortgage Licensing Act authorizes the

Department to suspend, revoke or refuse to renew a license issued under the Mortgage Licensing

Act if the licensee has “[flailed to c;omply with or violated any provision of this chapter or any

regulation or order promulgated or issued by the deparhhent'under this chapter.” 7 Pa. C.5. §
6139(a)(3); and
WHEREAS, Section 6139(a)(3) of the Mortgage Licensing Act authorizes the

* Department to suspend, revoke or refuse to renew a license issued under the Mortgage Licensing



Act if the licensee has “[e}ngagéd in dishonest, frandulent or illegal practices or conduct ina

business or unfair or unethical practices or conduct in connection with the mortgage loan

 business.” 7 Pa. C.5. § 6139(2)(3); and -

WHEREAS, Sectioﬁ 6139(a)(10) of the Mortgaée Licensing Act authorizes the
Departmeﬁt to suépend, revoke or Ie_fuse to renew a license issued ui;der the Mortgage Licensing
Act if the licensee has [d]emonstrated negligence or ‘incompetence in performing an act for
which the licensee is required to hold a license under this chapter.” 7 Pa. C..S. § 6139(a)(10); and

'WHEREAS, Section 6140(b) of the Mortgage Licensing Act provides, in relevant part,
that “[a] person licensed under this chapter or director, officer, owner, partner, employee or agent

of a licensee who violates a provision of this chapter or who commits any action which would

subject the Jicensee to suspension, revocation or nonrenewal under section 6139 may be fined by
the department up to $10,000 f01; each offense.” 7 Pa. C.S. §.6140(b); and |
_ ' Violations ‘

WHEREAS, by failing to fund at least three mortgage loans after the three day right of
-rescission period énded, Northstar Alliance violated the Proper Conduct Reg; and |

WHEREAS, failing to fund at least three mbrtgége joans after the three day right.o_f
rescission period ended, Northstar Alliance violé._ted the Mortgage Licensing Act; and

WHEREAS, Northstar Alliance engaged in dishonest, fraudulent, illegal, wafsir and/or
unethical business practices by not funding closed loans it was required to; and

WHEREAS, Northstar Alliance engaged in improper conduct by not funding closed
loans it was required to; and |

 WHEREAS, Northstar Alliance engaged in negligent business practices by failing to

fund a closed loan it was required fo; and



WHEREAS, Northstar Alliance violated the Mor.tgage Licensing Act by failing to

update its address.
AND NOW THEREFORE, since Northstar Alliance was not engaged in the proper

" conduct of a mortgage lender when it failed to fund the Loan, Loan and

Loaﬂ, the Bureau, pursuant to its authority referenced above hereby imposes the following

Order:
1. Upon the Effective Date of this Order, Northstar Alliance’s morigage lender
license, including all branch licenses, shall be susﬁeﬁded (meaning that Northstar Alliance and

its owners, officers, directors and/or employees, shall not engage in the mortgage loan business

in Pennsylvania as defined in Section 6102 of the Mortgage Licensiﬁg Act, 7 Pa. C.S. § 6102)
until such timé that the following conditions are met:
a. " Noxthstar Alliance funds the Loan and the Loan as
originally agreed, at the same or mpre‘favorablé terms and provide proof that the
. Loan was funded; : |

b, Northstar Alliance pays any creditors, interest and/or penalties that the

or may have incurred as a result in the non-funding of the

loans;
c. Northstar Alliance reimburse the ; and . for any

fees or exi:enses that were incurred as a result of the loans not being funded in a timely

manner; and

d. Northstar Alliance remit to the Department a fine, in the amount of thirty
thousand dollars ($30,000) for violations of the Mortgage Licensing Act. The ﬁne,'

payment shall be remitted by a certified check or money order made payable to the

10



“Deﬁartment of Banking” and forwarded to the following: Department of Banking, |
Bﬁre_:au of Compliance, Investigation and Liceﬁsing, 17 North Second Street, Suite 1300,
Harrisburg, PA 17101,
2. Upon the Effective Date of this Order, Northétar' Alliance shall provide the
Buredu a report for the following categories of loans: ‘
a: loans that have closed, but have not yet funded;
'b. loans that have been approvéd but. that have not closed; '
c. applications that have been received, but no decision has Bﬁ.:e'n 'ma..d-e on
approving the appiications ; and
d. applications that- are in the initial stages of review and document gathering
R (the"‘-PipeIine Repoft”). | |
The Pipeline Report s.*,haﬂ include the following information:
i, the name, address and telephone number of the applicant;
1i: the loan number or FHA case number;
jii,  the amount of all prepaid loan fees submitted by'the applicant;
| iv. ﬂie amount of each loan; o
V. the status of the loan;
, vi.. tﬁe pﬁrpose of the Joan (i.e. i)urchase or refinance); and
vil.  status of what is being done with t:he Joan (funded by Northstar Alliance,
referréd to another broker/lender, returned to broker, withdrawn by the appﬁcant).
This Pipeline Report is for all Northstar Alliance customers nationwide. Northstar
Alliance shall provide this pipeline report to Ryan M. Walsh, Compliance Administrator via

email at - upon the Effective Date of this Order. This Pipeline Report shall

11



be updated weekly until the Bureau no longer requires updates. Northstar Alliance shall

_unmed1ately inform all consumers listed in the Pipeline Report that Northstar Alliance is

currently’ unable to fund loans and provide the consumers the opportumty to take their

applications elsewhere and refund those consumers their fees. Northstar Alliance may place the
applicable Joan files with other lenders (i.e. broker the loans), but Northstar Alliance shall not
commit 1o closg any loans until its warchouse line issues are resolved. Northstar Alliance shall

cease adver’usmg and accepting any new mortgage loan business unless and until such time as its

warehouse line issues are resolved and the prov1s1ons as stated in Paragraph 1 above are met.
Northstar Alliance is only permitted to process the Plpelme Report as provided in this Paragraph.
3. Upon the Effective Date of this Order, Northstar Alliance shall not refuse to fund

or delay fanding of, any loan Wthh a Pennsylvania consumer in good faith closes with Northstar

Aihance unless the Pennsylvania consumer exercises any applicable right of rescission. .

4, Nothmg in this Order shall prevent the Bureau from taking any further

administrative action as deemed necessary.

IT IS SO ORDERED.

Ryan Walsh, Administrator

Department of Banking,
Bureau of Compliance, Investigation and Licensing

.SC’D')‘LMLT/" AR, Q010

(Date)

12
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Y.

NORTHSTAR ALLIANCE, INC,

CERTIFICATE OF SERVICE

I hereby certify that I have this day served a copy of the foregoing Suspension Order
upon the parties below, who constifute the only parties of record in this proceeding, in
accordance with the requirements of 1 Pa. Code § 33.35, 33.36 and 33.37;

BY CERTIFIED AND FIRST CLASS MAIL AND FACSIMILE
Catrina Marie Brogan, CEQ

Northstar Alliance, Inc. Northstar Alliance, Inc.

333 Queen Street, Suite 700 12303 Airport Way, Suite 200
Honolulu, HI 96813 Broomfield, CO 80021 .
Fax: 808-536-4442 : Fax: 303-327-1499

BY CERTIFIED AND FIRST CLASS MATIL,

Jack Baker ' Vincent A Palumbo

Northstar Alliance, Inc. ' Northstar Alliance, Inc.
12 Penns Trail ' 1612 W. Allen Street
Newton, PA 18940 , Alientown, PA 18102-2012

4
Dated this 2 2 " day of September, 2010,

Yauren A. Sassani

Assistant Counsel

Attorney LD, # 203016

FOR: Commonwealth of Pennsylvania
Department of Banking

17 North Second Street, Suite 1300
Harrisburg, PA 17101 '

(717) 787-1471



